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SASC LANGUAGE (Rpt. 107-62)
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V—22 Osprey aircraft (sec. 123)

The budget request included a proposal to restructure the V22 tilt-rotor aircraft program to implement
recommendations from the Panel to Review the V—22 Program. To implement this restructured program, the
budget request included:

(1) $546.7 million in PE 64363N for continued development

of the V=22, including:

(a) $318.3 million to continue logistics, flight testing, and flight testing support, address correction of
deficiencies, and provide funding for cost overruns in the Marine Corps (MV—22) and the Special Operations
Command (CV-22) variants;

(b) $103.2 million to: continue CV—-22 development efforts; provide engine support and repair of spare parts for
CVv-22 flight testing; complete CV—-22 software development efforts; continue radar devel opment testing for the
CV—-22; and conduct CV—-22 initial operational testing and evaluation (IOT&E);

(c) $25.2 million for Navy field and other support activities, and

(d) $100.0 million to continue the development of two CV—22 aircraft for IOT&E.

(2) $1.3 billion in Aircraft Procurement, Navy, including:

(@ $1.0 hillion for buying aircraft;

(b) $48.4 million for advance procurement;

(c) $35.0 million for aircraft modifications; and

(d) $232.9 million for spare parts.

(3) $136.5 million in Aircraft Procurement, Air Force, for the Special Operations Command (SOCOM),
including:

(@) $95.1 million for buying aircraft;

(b) $15.0 million for advance procurement; and

(c) $26.4 million for spare parts.

The budget request also included funds in the Specia Operations Command budget for CV—-22-related activities.
These funds are addressed elsewhere in this report.



The committee remains very concerned about how the Marine Corps and the Air Force are going to meet the
requirements established for the V—22 program. Recognizing these requirements, the Congress had been
providing strong support to the V—22 program.

However, two aircraft were lost during calendar year 2000, costing the lives of 23 Marines, and raising
significant issues about the efficacy of the program.

There were other concerns about the program even before the second accident. The latter accident occurred after
the Navy operational testers had completed the required operational test and evaluation. The program office was
seeking a decision to proceed to full-rate production in early December 2000, but the Director of Operational
Test and Evaluation (DOT&E) had raised concerns about the aircraft’s demonstrated operational suitability.
These concerns caused the Assistant Secretary of the Navy (Research, Development and Acquisition) to delay a
final decision on full-rate production, during which time the second aircraft and crew were lost.

As aresult of these accidents, the Secretary of Defense commissioned areview by apanel of experts of al
aspects of the V—22 program.

That group, caled the Panel to Review the V—-22 Program, conducted areview over several months. Earlier this
year, the committee heard testimony from the Panel on its report. The Panel recommended that the Department,
“* Proceed with the V—22 Program, but temporarily reduce production to a minimum sustaining level to provide
funds for a Development Maturity Phase, and keep to a minimum the number of aircraft requiring retrofit.”” The
Pandl’ s report made a number of other, more detailed recommendations.

While the Panel was conducting its review, alegations of falsification of maintenance data were lodged against
members of the Marine Corps. The Secretary of Defense, in part at the suggestion of the committee |eadership,
charged the Department of Defense Inspector General (DOD 1G) with investigating these allegations.

The DOD |G has provided his report to the Commandant, who has referred some individuals for disciplinary
procedures under the Uniform Code of Military Justice. The committee will follow the disposition of these cases.
The Department, in the request for supplemental appropriations for fiscal year 2001, proposed a major shift of
funds from production to research and development activities to respond to the Panel’ s recommendations. The
V—22 program office has developed severa versions of a plan to implement the Panel’ s recommendations and to
proceed with the program. However, the Under Secretary of Defense (Acquisition, Technology and Logistics)
(USD (AT&L)) has not made a decision about how or whether to proceed with the V— 22 program.

The committee has received interim reports from the program office, pending a decision by the Under Secretary.
The committee understands that these are necessarily preliminary, but there are a number of conclusions that may
be drawn now:

(1) The contractor team has informed the government that the costs for producing V-22 aircraft in fiscal year
2001 have increased.

(2) The program office has concluded they may only be able to afford to buy 10 aircraft with the funds that were
thought to be sufficient to buy 11 aircraft in fiscal year 2001. Affording even this quantity, however, means that
the program office would have to shift some portion of the fiscal year 2001 spare parts funds from their intended
purpose to buy the tenth aircraft.

(3) The program office suggests that, if Congress were to withhold funding for two CV—-22 aircraft for beginning
|OT&E, there are a number of other possible uses of some of those funds within the program, including:

() $46.0 million to invest in various cost reduction initiatives that would yield areturn ratio of 14:1, and would
be applicable to both the MV—-22 and the CV—-22 production effort;

(b) $25.0 million to continue funding of spares unique to the CV—22 EMD aircraft, and support an avionics lab
effort; and

(c) $10.0 million to fund cost reduction initiatives for CV—22-unique components of the suite of integrated radio
frequency countermeasures (SIRFC).

The committee recognizes the importance of fielding replacements for the helicopter fleets that the Marine Corps
(CH-46) and SOCOM (MH-53) are now operating. The committee recommends a provision and additional
funding elsewhere in this report to ensure that a full range of aternatives would have been reviewed and the
Department would be ready to move forward in case the USD (AT&L) were to decide against proceeding with
the V—22 pro-gram. Nevertheless, the committee believes that the V—22 program should not move forward more



rapidly than can be justified by actual progress in solving the problems identified by the Panel, and resolving
uncertainties about operational effectiveness and operational suitability identified by the DOT&E.

The committee recommends a provision that would require that the V—22 program remain at the minimum
sustaining production rate until the Secretary of Defense determines that successful operational testing has
demonstrated that: (1) solutions to the problemsin the reliability of hydraulics system components and flight
control software are adequate to achieve low risk for aircrews and passengers in operational conditions; (2) the
V-22 aircraft can achieve sufficient reliability and maintainability levels such that the operationa availability of
the aircraft will achieve the level required forfleet aircraft; (3) the V—22 aircraft will be operationally effectivein
operations when employed with other V—22 aircraft, and when V—22 aircraft are employed in operations with
other types of aircraft; and (4) V—22 aircraft can be operated effectively in spite of the downwash effects inherent
in this aircraft.

Documentation submitted by the Navy supporting the fiscal year 2001 budget request estimated that four aircraft
would be the minimum sustaining rate (MSR) for production. This year, the Navy has raised the estimated MSR
level to 12 aircraft.

The committee agrees with the Panel that production should be kept to a minimum sustaining rate in order to
minimize the number of aircraft requiring retrofit. The committee believes that reducing production in fiscal year
2002 to the previous MSR level of four aircraft would be too severe an action. However, the committee does not
understand why the new M SR has been raised to alevel of 12, when the contractor team delivered nine aircraft
during calendar year 2000.

The committee aso agrees with the Panel that more robust funding of spares and support equipment is warranted
if the program moves forward. However, providing spare parts funding in fiscal year 2002 at the same level as
that supporting procurement of 11 aircraft in fiscal year 2001 should be adequate to support nine aircraft in fiscal
year 2002.

Finally, the committee agrees with the sentiment expressed in the statement of managers to accompany the
conference report on the Fiscal Year 2001 Supplemental Appropriations Act (H. Rept. 107-138) regarding the
CV-22 portion of the program. The managers concluded that, ‘* The conferees remain supportive of the goals of
the Special Operations Command concerning the CV—22, but believe that all issues with the program restructure
need to be resolved before acquisition of CV-22 test articlesis warranted.”’

Therefore, the committee recommends a series of adjustments to the funding in the budget request:

(1) for the research and devel opment effort, the committee recommends approving all activities, except
acquisition of two CV—-22 aircraft for IOT&E (areduction of $100.0 million);

(2) for the procurement for the Marine Corps, the committee recommends:

(a) approving production of nine aircraft in fiscal year 2002 (a reduction of $226.7 million);

(b) approving the same funding level for spares as that level funded for 11 aircraft in the fiscal year 2001 budget,
as adjusted by the Fiscal Y ear 2001 Supplemental Appropriations Act (areduction of $99.0 million); and

(c) approving the budget request for advance procurement and aircraft modifications.

(3) for procurement for the Air Force, the committee recommends no funding (a reduction of $136.5 million).
The committee is troubled by the potential actions being recommended by the program for executing the fiscal
year 2001 program.

Shifting funds from the spare parts account to buy atenth aircraft would appear to violate one of the primary
recommendations of the Panel. It certainly would forego the opportunity of investing fiscal year 2001 resources
immediately in seeking the cost reductions that should be at the top of the program’slist of priorities. Therefore,
the committee recommends that the Department use the fiscal year 2001 V—22 funds that might have gone to
build atenth aircraft instead to pursue the cost reduction initiatives and CV—22 spares and avionics lab efforts.

Page 113, Defense-Wide Procurement

CV—-22 procurement
The budget request included $28.2 million for procurement of Special Operations Forces (SOF) peculiar
equipment and engineering support for the CV—22, the SOF variant of the V—22 Osprey.



However, the Air Force subsequently decided to delay fielding of the CV—22 to reflect the restructuring of the
overall MV/CV—-22 program into a phased return to flight and fleet introduction. As aresult, the fiscal year 2002
procurement funding request is in excess of requirements. The committee recommends a decrease of $28.2
million in the Special Operations Force CV—22 SOF Modification procurement account.

Pages 230 — 231, Defense-Wide Procurement

CV—22 resear ch and development

The budget request included $101.7 million in PE 1160444BB for research, development, test and evaluation for
the CV—22, the Specia Operations Forces (SOF) variant of the V—22 Osprey. However, the Air Force
subsequently decided to delay fielding of the CV—22to reflect the restructuring of the overall MV/CV-22
program into a phased return to flight and fleet introduction. Most of the re-search and devel opment planned for
fiscal year 2002 is necessary to achieve full operations capability for the CV—22, and the committee supports a
continuation of this work. However, a portion of the fiscal year 2002 request is no longer needed, and the
committee recommends a decrease of $1.9 million in PE 1160444BB.

CASC LANGUAGE (Rpt. 107-333)
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V=22 Osprey aircraft program (sec. 123)

The Senate bill contained a provision (sec. 123) that would keep the production rate of V—-22 aircraft at the
minimum sustaining rate, defined as the number for which funds are authorized to be appropriated in this Act,
until the Secretary of Defense certifies to Congress that operational testing has successfully demonstrated
certain effectiveness and suitability aspects not yet demonstrated.

The House amendment contained no similar provision.

The House recedes.

The conferees note that this provision is consistent with the recommendations of the report of the Panel to
Review the V-22 Program, which was released in May 2001.

Report on status of V—22 Osprey aircraft before resumption of flight testing (sec. 124)

The Senate bill contained two provisions relating to reports that would be required before the V-22 could return
to flight status. One provision (sec. 124) would require the Secretary of Defense to notify Congress of the
waiver, if any, of any item capability or other requirement specified in the V—22 Joint Operational Requirements



Document, along with justification for any such waiver. The provision would require that any such notice be
given at least 30 days before the V-22 resumes flight operations.

The second provision (sec. 215) would require the Under Secretary

of Defense (Acquisition, Technology, and Logistics) to submit a report, 30 days before V—22 resumption of
flight, that would include:

(1) adescription of any hydraulics and flight control software deficiencies and corrective actions;

(2) actions to implement the recommendations of the Panel to Review the V—22 Program; and

(3) an assessment of the recommendations of the National Aeronautics and Space Administration in its report on
tiltrotor aeromechanics.

The House amendment contained no similar provisions.

The House recedes with an amendment that would combine the reporting requirements into one provision, and
would require the Secretary of Defense to submit the report no later than 30 days prior to V—22 resumption of
flight.

HAC LANGUAGE (Rpt. 107-298)
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The Navy requested $1,009,881,000 for the procurement of 12 V-22 aircraft. The Committee recommends
$790,881,000 for 9 aircraft, areduction of $219,000,000 and 3 aircraft. Earlier this year the Marine Corps was
provided with an additional two MV—-22 air-craft in the Fiscal Year 2001 Emergency Supplemental
Appropriations Act (Public Law 107-20).

In all, for fiscal year 2002 the Defense Department requested a total of $2,100,918,000 in all appropriations
accounts for twelve MVV—-22 aircraft. The Committee recommends $1,815,418,000 for eleven aircraft, a
reduction of $285,500,000. Of the amount recommended by the Committee, $790,881,000 is for the
procurement of nine MV-22 aircraft for the Marine Corps, and $208,202,000 is for procurement and
modifications for two CV-22 aircraft for the U.S. Special Operations Forces. This transfer of budgetary
resources to the CV—-22 program will enable the Department to commence initial operational testing on an
accelerated basis as recommended jointly by the Marine Corps and the Special Operations Command. It isaso
the Committee’ s recommendation that until such atime that the V—22 program has completed its program re-
structure, and returned to flight status, the overall production rate should be held to no more than 11 aircraft per
year.

SAC LANGUAGE, (Rpt. 107-109)
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V=22

The Committee recommends reducing the funding requested for V—22 aircraft purchases to the level approved by
the Senate in the fiscal year 2002 National Defense Authorization bill. Funding aso is reduced for advance
procurement, spares, and modernization in a manner consistent with the reduction in aircraft purchase levels.

Page 104, Procurement, Defense-wide
CV-22 SOF modifications

The Committee recommends a reduction of $28,202,000, consistent with the overall program procurement
delays.

CAC LANGUAGE (Rpt. 107-350)
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